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f @ ICV VENTURE CAPITAL POLICY 








In sur rt of Small Business in the NWT the Government of the Northwest Terri- 
tori recognizes the need to increase capital for starting or expanding 
businesses in the remote and urbanized communities in the NWT. 


The Government of the NWT also recognizes the need for additional management 
oe and training for northern business people requiring equity capital. 


In r nse, the Government of the Northwest Territories will establish an NWT 
Venture Capital Program which will operate on a test basis for two years, 
commencing on July ist, 1985. 





ssioner and . 
airman of the Executive Council 


86-06-27 


| Reference 


| For elaboration of this Policy refer to Directive. 
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| LICTIVE 


Northwest VENTURE CAPITAL POLICY 
Territories 












SCOPE 





This directive applies to all Venture Capital companies registered in the 
Northwest Territories and all Northwest Territories' businesses eligible under 
the policy. 


Contributions are available as an incentive for individuals and companies to 
form NWT Venture Capital companies for the purpose of providing capital and 
Management expertise to Eligible Businesses in above average unemployment 
communities. 


DEF INITIONS 
1. Contribution 


Means a conditional transfer payment, made to a recipient, subject to 
audit, and for which the government will not receive any goods or services. 


2. Venture Capital - 


Venture Capital is private money held by a Venture Capital Company for the 
purpose of purchasing equity in eligible NWT businesses. 


a: Venture Capital Company 


Means a corporation registered under the laws of the Northwest Territories 
for the purpose of providing Venture Capital to Eligible Businesses in 
return for a minority ownership position in the businesses through the 
purchase of common and convertible-preferred shares, as defined in the NWT 
Companies Ordinance. ras eee 





4, Eligible Community 
Means an NWT community listed in Schedule A. 
5. Eligible Business 


Means an NWT Business enterprise as defined in the NWT Business Loans and 
Guarantees Ordinance and located in eligible communities, with the 
exception of those which receive more than 50% of. their annual revenues _ 


from: the lending of money; the issuance of mortgages or other debt — 


oa 


instruments; the selling of insurance or real estate; - 


the purchase and 
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Dyrective VENTURE CAPITAL POLICY 





sale 


of shares or commodities traded on a stock exchange; or any 


combination of these activities. Businesses engaged in oil and gas 
exploration, drilling and production are not eligible, however, businesses 
engaged in providing services to oil and gas exploration companies are 
eligible. 


6. reement 


Means a comprehensive contract between the Venture Capital Company and the 
Eligible Business. 


7 Trust Account 


Means a trust account held jointly by the GNWT and the Venture Capital 
Company in which the Company will place 30% of its paid-in capital, up to a 
maximum of $150,000. Funds will be released at the direction of the GNWT 
as the Company purchases shares in eligible businesses. 


8. Paid-in Capital 


Means the value of the shares purchased by investors in a Venture Capital 
Company. 


5. Letter of Offer 


Means a contract in the form of a letter from the Minister of Economic 
Development and Tourism to the Venture Capital Company which states the 
terms and conditions attached to the contribution. 


PROVISIONS 


i Authority and Accountability 


(a) 


(b) 


Seda ae 


a5 ‘ Rs it Sse ee 
SER fas Nae Tp ee By? 


“Revised July 1986 


Financial Approval 


The Minister of Economic Development and Tourism may approve RAL Ee, | 
but ions under the terms and Sebi A of the porter ; me 


Program Approval 
The Manager of the Venture Capital Program shall approve applications - 


for registration and shall recommend seg se he to the Minister. 
where warranted. a, as 





The Minister shall have ANE power to deceaistere. a Venture Capital 
Company if it defaults on its obligations under the program. — The. 
Minister may also take actions to recover all finds equivalent. ‘to the 
total of contributions paid to shareholders, plus an interest penalty ia 
equal to the prime bank. rate plus one per. cent. (1%) 5. ‘calcu ated 

annually from the date each senessbut fon was made up to. the d 
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Eligibility 


Any investor in a Venture Capital Company incorporated under the NWT 
Companies Ordinance and registered with the Department of Economic 
Development and Tourism is eligible for incentive contributions. The 
investors need not be residents of the Northwest Territories. 


Incentive Contributions 


Investors in Venture Capital Companies placing investments in Eligible 
Businesses are eligible for 30% of their paid-in capital up to a maximum of 
$150,000. 


Criteria 


To receive contributions Venture Capital Companies must register with the 
Department of Economic Development and Tourism and meet the terms and 
conditions of the policy. 


A Venture Capital Company must have a minimum of $50,000. 


Terms and Conditions 


The following terms and conditions will apply: 


(a) The Venture Company must place investments in eligible businesses 
through the purchase of new shares. ) 


(b) The relationship between the Venture Capital Company and the Eligible 
Business shall be formalized in an Agreement. 


(c) The Venture Capital Company cannot purchase more than 49% of the 
Eligible Business's voting shares, however the Eligible Business may 
elect in the Agreement to give the Venture Capital Company an option 
to convert a number of its shares so as to take control of the 
Eligible Business's affairs in the event of a breach of the Agreement 
by the See Business. ; a Sides nse 

(d) The Venture Capital cols sht's must place livestesnes SCR ling 100% of 
its paid-in capital in an Eligible Business(es) within one year of 
registration with the Venture So de hs ee 


(e) The Venture Capital Company must msintats its Hinves tment = a an 
Eligible Business for at least three years unless® % 7. Sie noe 





(i) the original Eligible Business owner exercises an Agreement 
option to buy out the Venture, Capital Company | s shares _ 
prematurely; is 
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VENTURE CAPITAL POLICY 


Directive 





(ii) either the Eligible Business or the Venture Capital 
Company is forced into bankruptcy or is dissolved as a 
result of the death of any of its shareholders. 


(f) In the event an Eligible Business no longer conforms to the 
definition of an NWT business as defined in this policy, the 
Venture Capital Company will have three years to divest itself of 
its interest in the Eligible Business. 


(g) In the event an Eligible Business no longer conforms to the 
definition of an Eligible Business by becoming engaged in oil and 
gas exploration or any of the other business activities that are 
excluded in the definition of an Eligible Business, the Venture 
Capital Company will have one year to divest itself of its 
interest in the business. 


(h) After registration and receipt of the GNWT contribution, the 
Venture Capital Company shall establish a jointly held Trust 
Account with the Government and place in it 30% of its paid-in 
ws capital. When a Venture Capital Company purchases shares in an 
Eligible Business 30% of the amount paid for the purchase of the 
shares will be released to the Venture Capital Company from the 

Trust Account. 


(i) Eligible Businesses receiving money from a Venture Capital 
Company registered with the Department of Economic Development 
and Tourism shall not lend or reinvest the money outside the NWT. 


(j) The relationship between the Venture Capital Company and the 
Eligible Business shall be at "arms length" as determined by the 
Venture Capital Program Manager. 


(k) Each registered Venture Capital Company shall submit to the 
Department of Economic Development and Tourism an annual report, 
every year for three years following the issuance of a contri- 
bution, showing the directors and ownership structure of the 
Venture Capital Company; the name, address, number and value of 
shares purchased in an Eligible Business; the terms and — 
conditions contained in the Agreement; and from time to time, 
any other reasonable information necessary to determine the 
Corporation's compliance with the Letter of Offer. 


6. Prerogative of Executive Council 


Nothing in this Directive shall in any way be construed to limit the” 
prerogative of the Executive Council to make decisions or take actions ~ 
respecting the Venture Capital Program, outside the provision of this _ 
Directive. . 
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Directive 





SCHEDULE "A" 
VENTURE CAPITAL PROGRAM ELIGIBLE COMMUNITIES 


Eligible Communities | Exclusions 


. Baffin Region 


Arctic Bay Frobisher Bay 
Broughton Island | Nanisivik 
Cape Dorset ; 4 
Hall Beach 
Igloolik 
Lake Harbour 
Pangnirtung 
Pond Inlet 
Resolute 
Saniquiluak 
’ Clyde River wat 
_ Grise Fiord SE Dae 


Baker Lake 
Chesterfied Inlet 
Coral Harbour 
Eskimo Point 
Repulse Bay 
Whale Cove 





Gjoa Haven. Cambridge Bay 
Holman Island 
Pelly Bay 
Bathurst 
Coppermine 


Spence Bay 


Inuvik 
Norman Wells 


Aklavik 

Colville Lake 
Fort Franklin 
Fort Good Hope 
Fort McPherson 
Paulatuk 
Tuktoyaktuk 
Fort Norman 
Arctic Red River 
Sachs Harbour 





Pam:38:(*440) 
VCP 


Northwest Territories Policy 
venture capital policy. 


Borrower's Name 


Pam: 38: (*440) 
VCP 


Northwest Territories Policy 
venture capital policy. 


Boreal Institute for Northern 
Studies Library 

Cw 401 Bio Sci Bldg 

The University of Alberta 

Edmonton, AB Canada T6G 2E9 
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